


be in rural or other underserved areas. We do not agree with the Board’s proposal to increase the asset
threshold for defining small banks to $750 million or $1 billion. We urge the Board to maintain the
current threshold. Given that small banks are exempt from a substantial portion of CRA regulatory
requirements, increasing the threshold, particularly by doubling or even tripling it, would reduce the
number of banks subject to the full requirements of the statute and could decrease the amount of
investment, particularly in rural and minority communities.

Along with other community development partners, we recommend that the Board include a metric
measuring the racial distribution of loans. Careful consideration should be given to how to structure
such a metric, and we encourage the Board to engage stakeholders in a conversation about how best to
do so. However, we believe that disparities in lending along racial lines are too significant to not be
examined in an intentional, transparent way.

We oppose increasing the revenue limitations for small businesses and farms, as doing so would have a
negative impact on the availability of credit for the small businesses and farms that face the greatest
challenges in accessing credit. The focus should remain on truly small enterprises and credit
availability for small loans, which is much more limited. Because of their scale, these loans are
relatively more labor intensive to underwrite and generate less revenue than larger ones. We anticipate
that increasing eligibility thresholds would result in capital moving away from these products, further
exacerbating the credit challenges that CRA is intended to address.

We support giving equal CRA consideration to loan originations and first-time purchases of loans held
on a bank’s balance sheet. First-time loan purchases provide important liquidity, allowing smaller
lenders, including CDFlIs, to originate additional loans. Solely churning loans should not be worthy of
CRA credit.

We agree that the modernized CRA assessment should encourage patient capital, increase clarity,
consistency, and transparency of performance expectations, and provide stronger incentives to serve
underserved areas. To that end, we support basing the CD financing test on the combined loans and
investments held on balance sheet. By including everything on the balance sheet, not just new
originations, the test would remove the current incentive to provide artificially short terms for CD
activities. Furthermore, by combining loans and investments the Board would avoid privileging one
over the other, allowing the needs of the project to dictate the financing vehicle. However, examiners
should review the mix of loans and investments to ensure that there are not extremes in terms of
reliance on only one.

The Board’s focus on impact and responsiveness as the ultimate measures of CRA performance is to
be commended. In addition to assessing how a bank serves its community through investments of
volunteer time, this subtest would be enhanced by the inclusion of a quantitative metric for grants, as
measured against a bank’s deposits. The relatively smaller scale of grants as compared to other CD
financing would result in these investments being drowned out in the CD financing subtest. However,
grant funding is essential to the success of nonprofit organizations and should be assessed through a
standalone metric.

Given the tremendous unmet need for affordable housing in the United States, we recommend that all
subsidized housing, unsubsidized affordable housing, and housing with an explicit pledge or other
mechanism to retain affordability should be automatically eligible for CRA credit. However, because it
is impossible to develop a definition that will be adequate in all situations, we envision a scenario in






